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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone: (713) 356-0060, Fax: (713) 356-0067, E-mail: naesb@naesb.org

Home Page: www.naesb.org

via email and posting

TO:
NAESB WEQ Inadvertent Interchange Payback Practice Task Force Meeting Participants and Posting for Interested Parties

FROM: 
Todd Oncken, Deputy Director

RE:
IIPTF Meeting – December 7-8, 2004
DATE:

December 10, 2004
North American Energy Standards Board
WEQ Inadvertent Interchange Payback Task Force

December 7-8, 2004 Meeting hosted by NAESB
Final Minutes
1.  
Welcome

Mr. Power called the meeting to order. Mr. Oncken gave the antitrust advice.  Participants introduced themselves.  Mr. Power reviewed the draft agenda.  Mr. Cox moved, seconded by Mr. Reed, to adopt the draft agenda.  The motion passed unanimously.

The draft minutes from November 3-4, 2004 were reviewed.  After limited discussion Mr. Blohm’s redlines were accepted.  Mr. Cox moved, seconded by Mr. Henery, to adopt the November 3-4, 2004 minutes as modified.  The motion passed unanimously.   
2. Review draft of Inadvertent Interchange Standard – Bandwidth (IIPTF Option 1) and finalize for posting 
The task force reviewed IIPTF Option 1 in detail.  There was extended discussion on Option 1 and numerous edits were made.  Mr. Cox made additional edits after the meeting, which were discussed during day two.  The resulting IIPTF Option 1 is attached.

Day One Review of IIPTF Option 1:  
Definitions:  There was extended discussion of the definitions and how NAESB definitions and NERC definitions relate to each other.  Mr. Reed clarified that definitions within WEQ Standards should be consistent as long as the definition serves the purposes of the group drafting the standard.  Mr. Cox noted that the definitions should be reviewed at a later time for consistency with the defined terms in NAESB Version 0 Standards.  Additionally, it was noted that NAESB and NERC definitions for the same term could be different, because a term could be defined in a reliability or commercial context.  Mr. Fidrych proposed modifying the definition for Interchange Schedule by removing the word adjacent.  There was extended debate on the proposal, and the definition for Interchange Schedule (as defined in the proposed NERC Version 0 Standards) was reviewed.  Mr. Fidrych stated his proposal would be more consistent with the NERC Functional Model, where scheduling is done through an Interchange Authority (IA).  It was noted that the industry has not reached consensus on the concept of the IA.  

A. Frequency Bandwidth:  Proposed Standard 1 was modified to make it more inclusive and more clearly reflect that the proposed standard would settle all Inadvertent Interchange, but the settlement type would be determined in relation to the frequency bandwidth.  Mr. Power explained the 20 mHz frequency bandwidth was defined based on research provided by Terry Bilke, and appeared to capture most of the larger problem areas while still allowing some Control Area margin for operability.  He added that the IIPTF was not firm on 20 mHz and expects comments on the number through the comment period.  Mr. Blohm reiterated his earlier concerns that 20 mHz was too wide because it was based on one hour data samples instead of one minute data samples used in NERC calculations.  
B. Inadvertent Interchange Payback Accounting:  The task force discussed why Proposed Standard 4 contemplated NERC maintaining hourly Inadvertent Interchange balances for all Balancing Authorities (BAs).  Mr. Cox explained that the task force had discussed this issue at length, and had received input from NERC that NERC needed the balances to identify BAs that acted inappropriately.  Mr. Fidrych questioned whether NERC would want to be responsible for maintaining that data, since NERC is concerned with real time effects on reliability.  In response, Mr. Blohm commented that NERC has to be concerned about data integrity to do the reliability comparisons, so it makes sense that NERC would receive the data to assure that performance is being measured properly.    
C. On Peak/Off Peak definition:  This language is verbatim from current NERC Policy.
D. Settlement Inside the Frequency Bandwidth:  Participants discussed whether counterparties had to purchase transmission for bilateral payback transactions under the current procedures.  There was consensus that the answer varied according to Interconnection.  
E.  Settlement Outside the Frequency Bandwidth:  Mr. Blohm proposed that references to inadvertent interchange accumulated be changed to incurred, because the inadvertent interchange would not accumulate in the traditional sense.  The change was not made because several participants thought the distinction would add confusion.  Additionally, Mr. Blohm suggested that the section be made more generalized because price is not related to either buyer or seller.  Further, he stated references to cost should be removed.  Mr. Blohm’s changes were not incorporated in the draft.

F.  Settlement Entity:  Mr. Cox noted that this section was significantly different that it appeared in the previous draft of IIPTF Option 1.  Mr. Reed reviewed the language and introduced two supporting documents that help to explain how the section would work.  Mr. Blohm favored randomly assigning settlement counterparties instead of matching counterparties based on credit rating, because credit ratings are subjective and organizations with higher credit ratings should not have the benefit of less risk at settlement.  Mr. Fidrych noted that there is probably not a credit rating for a BA.  Mr. Reed agreed, but added that matching by credit rating would have benefit in the context of generator-only BAs.  There was not consensus on all aspects of the provisions, but the task force did understand the proposal.

G.  Price Discovery:  Mr. Reed clarified that price discovery could only be invoked by the appropriately responding party.  Mr. Cox added that the price discovery procedures were intended to be used when a party could substantiate that they had costs that exceeded $100 or had actual transactions at over $100, not that the spot market cleared at over $100.  Mr. Blohm opposed the provision, stating it could allow participants to game the system. 

Day Two Review of IIPTF Option 1:
Mr. Cox reviewed the changes he made to Option 1.  He stated most of the changes where formatting changes, but he did make a significant change to the definitions.  Mr. Cox explained that he included both the current definition and the proposed definition in NERC Version 0 of Interchange Schedule in response to the discussion on day one.  Additionally, he stated he would include a brief discussion on the status of definitions in the posting letter.  Mr. Fidrych noted that payment of the Settlement Entity was an open issue in both proposals.  Alternate language that clarifies how Option 1 functions, proposed by Mr. Halpin, was included for Proposed Standard 1.  The supporting documentation provided by Mr. Reed for Price Discovery was included in the posting version of Option 1.
3. Review draft of Inadvertent Interchange Standard - WECC Auto Time Error Correction (WATEC) and finalize for posting (IIPTF Option 2)

The task force reviewed IIPTF Option 2 in detail.  Mr. Reed noted that Proposed Standard 13 is the first reference to settlement agent, and there are no provisions that define the settlement agent or detail how the settlement agent is funded.  Participants agreed the concept needed more refinement in both proposals.  Mr. Reed expressed concern that Option 2 was more reliability-related than commercial because of the adjustment to the ACE equation.  He added that Option 1 was an after-the-fact settlement, while Option 2 affected generation dispatch.  Mr. Power suggested Option 2 appeared more reliability-related because it was much more granular than Option 1, and as Option 1 was further refined reliability concerns would emerge.  It was noted that NERC’s involvement in the settlement process would probably be lessened under Option 2, because the settlement will no longer be reliant on data provided by NERC.  There was discussion on how the algorithm would operate, particularly when counterparties used different data and when revisions were required due to meter error.  Proposed standard 13, Dispute Resolution, was reorganized to clarify that the settlement agent would provide counterparties with a preliminary settlement amount for reporting purposes before the dispute is resolved.
Mr. Henery made additional edits after the meeting which were discussed during day two.  The resulting IIPTF Option 2 is attached.

Day Two Review of IIPTF Option 2:
Mr. Henery made minor revisions to IIPTF Option 2.  All of the revisions were discussed and the task force agreed the document was ready to be distributed for comment.  

4. Review draft posting letter and finalize for posting
The draft posting letter was reviewed and various modifications were made.  One modification was the clarification that hourly data gathering, but not hourly data reporting, is required under Option 2.  Mr. Cox also proposed to add some clarifying language on how the proposals evolved.  Mr. Henery suggested the draft posting letter should be modified to clearly explain Option 1 and Option 2 were not mutually exclusive.  Mr. Power opposed making the modification, but stated that the comments would probably indicate to the task force whether to continue working on Option 1 and/or Option 2.  Mr. Cox added that the comments could also reveal a lack of industry support for both options.  
5. Other Business

Next meetings:  The task force scheduled meetings on January 19-20 (Houston, TX), February 23-34 (Houston, TX) and April 6-7 (TBD).  
IIPTF Request for Comments:  At the end of day two, participants agreed both Option 1 and Option 2 were ready for posting for informal comment.  Comments on both of the options are due on January 10, 2005.  Comments will be reviewed at the January 19-20 IIPTF meeting.  
6.
Adjourn

The meeting adjourned at 10:00 a.m. Central on day 2.  

7.
Attendance
	Name
	Organization
	Day One
	Day Two

	Robert Blohm
	Consulting Economist
	Phone
	Phone

	Kyler Cornish
	Entergy Services
	In Person
	

	Phil Cox
	AEP
	In Person
	In Person

	Ed Davis
	Entergy
	Phone
	

	Mark Fidrych
	WAPA
	In Person
	In Person

	Larry Goins
	TVA
	Phone
	

	Fran Halpin
	BPA
	Phone
	

	Nick Henery
	SMUD
	In Person
	In Person

	Todd Oncken
	NAESB
	In Person
	In Person

	John Power
	MISO
	In Person
	In Person

	Tony Reed
	Southern Company
	In Person
	

	Jimmy Smith
	Entergy Services
	In Person
	

	Angela Thomason
	NAESB
	In Person
	In Person

	Charles Yeung
	Southwest Power Pool
	In Person
	In Person
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